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of weight and fineness existing on February ist, 1917. The bonds were
secured by a pledge agreement under which the borrowers deposited
certain securities with an American company.
It was held, both by the court of first instance and by the
Court of Appeal, that the contract between the British Govern-
ment and a bond-holder was governed by English law, though
presumably this finding was based solely upon the fact that one
of the contracting powers was the Crown. The House of Lords
came to the opposite conclusion. The circumstances attendant
upon the issue of the loan demonstrated almost irresistibly that
according to the presumed intention of the parties the contract
was to be subject to the law of New York. The original notes
were issued in America, they were expressed in terms of Ameri-
can currency, if repaid in America their value was to be esti-
mated by reference to American coins, they were secured by a
pledge agreement made and performed in America, and the
bonds into which the notes were later converted were regis-
trable and transferable only in New York.
The next task of the court is to construe the particular how gold
contract according to its proper law in order to determine the
correct meaning of the gold clause. In other words, the question
is whether it is a gold-coin clause or a gold-value clause, and in
order to decide this the practice of the English courts is to con-
sider the terms in which the contract is expressed and the sur-
rounding circumstances that were present to the minds of the
parties at the time of the loan.1 No fixed rule can be laid down,
but the view taken by the courts is that if the apparent object
of the parties is to guard against currency fluctuations, the
clause must be read as a value clause, unless there is clear
language in the contract to the contrary. This was laid down
in Feist v. Societe Intercommunale Beige d'Electricite^ where the
proper law of the contract was English.3 The facts were these:
In 1928 a Belgian company issued loan bonds which provided for
the repayment of the capital and for repayment of interest 'in sterling
1	Rex. v. International Trustee, [1937] A.C. 500.
2	[1934] A.C. 161; Syndic in Bankruptcy of Khoury v. Khayat, [1943] A.C.
507* If the proper kw is not English, the court should follow the view adopted
by the foreign proper kw. This was not done by the House of Lords in Rex v.
International Trustee^ [1937] A.C. 500; 18 B.T.B.LL. (*937)> 219* According
to Lord Russell of Killowen the Teist construction* has prevailed in most coun-
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